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PROCEEDINGS
9:00 a.m.

MR. SWEARINGEN: The 74th Meeting of the National
Petroleum Councill will please come to order. Ladies and
genﬁlemen, you have before you a copy ol this morning's
agenda.,

You will note that our actions this morning will beg
principally administrative and conslderation of an amendment
£o the Council's Articles of Incorporation, and receipt of
progress reports from our two ongoing Committeces.

T can see from looking around the room that we havg
a very good turncut here today. In order to save time, 1
suggest we dispense with calling the rolil, If there 1s no
objection, the check-in at the rear door of the audiltorium
will serve as an attendance for the meeting. If any of’ you
did not check with one of the staff members before entering,
please do so before you leave this morning.

I would like to take a moment this morning to in-
troduce the persons at the Head Table. On my far left is
Bob Sharbaugh, the Chairman of the Committee on Future
Energy Prospects. Bob, would you please stand up?

The next 1s Collis Chandler, the Vice Chairman of

the Council.
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On my far rlght is the Honorable William Fisher,
the Assistant Secretary of the Interior for Energy and
Minerals.

Then the Honorable Kent Frizzell, Under Secretary
of the Interior.

Ken BeLieu, Executive Directer, Natlional Petroleum
Council and on my immediate right we are honored to have the
Honorable Thomas S. Kleppe, the Secretary of the Interilor
and the Co-Chairman of the Counecil.

Thank you, Mr. Secretary. Now would you like to
say a few words to the Council?

MR. KLEPPE: Thank you, John. Good morning to all
you folks. I hope with the introduction these few words that
you are golng to permit me to speak, wlll take probably a
little longer than you had planned, because this 1s my first
opportunity, in fact, to visit with you.

Somehow or another, I have a burning desire to shar
with you some of the thoughts and efforts and activities that
we have going on in the Department. )

Unless it fouls up your agenda too badly,-John,z
I am going to presume a little more time than you had thOﬁght

about for a few remarks.

Let me say that I always like this idea of getting
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together with people at 8:30 or 9:00 in the morning. Some-
how or énother 1t gets everybody awake.

Once I was an 1nvited speaker at a banker's con-
vention in Lake Placid, New York, a the beautiful height of
the vacation season. They had some 900 people registered.
It was the State of New York Banker's Convention, The re-
port was that they normally had 100-125 people that got to
the 9:00 a.m. session.

Well, on this pérticular morning at 9:00 a.m.,
we turned up about 175. A1l I could say is that I do not
blame them. The rest were on the golf course and tennis
courts. You do not have that option here this morning so
T am glad to see you.

At the beginning I would be remiliss i1l I did not
offer a word of appreciation and thanks to all of you on
this Natlonal Petroleum Council,

It seems that jobs like this are a commitment and
a participation above and beyond the necessary call of duty.

But, without organizations and councils like this, there is

"golng to be a serious void, Something is going fto bé lacking.

Oh, yes, you could sit on the outslde and criticiazd
i1t because of its composition or because of its objectivity,

but I guess that is what 1life 1s made up of. We have to
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recelve criticism to shape up. Maybe that 1s good for all
of us,

You know, 1t was the best of times and the worst of
times. Those are some rather important famous words that
Charles Dickens made famous when he wrote the Tale of Two
Cities 100 years ago. BEver since that time, men and women
all over this nation have borrowed those words from Dickens
to describe their own generation —-- the best of times and
the worst of times.

Lots of times we tell stories that we have good
news and bad news. This 1s a take off on that.

I think that we ﬁould be in keeping with history
today if we were to describe this as the best and yet the
worst of times. We seem to be 1living among many of these
contradictions.

Particularly for you in the petroleum industry,
the greatest contradiction in modern time appears to be the
obvious need, right now, that you produce more domestic
energy while at the same time increasing restraints are belng
placed on you.

I am not going to try to delineate those; you know
what those are.

Other contradictions are very obviously evident.
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America is going to celebrate two centries of liberty in
1976. Yet, perhaps never have we so mortgaged our freedom
than by our ever increasing dependente on foreign energy.

We are now defeating one of the greatest threats
to our economic life in 40 years; Yet, we will undermine oux
own economic reegovery this year by pouring more than 30
billion dollars in foreign countries to pay for our ever-
increasing importaﬂion of foreign oil.

One Amerilcan answer —-- and I define this as truly
an American answer in response to this energy independence
question ~- is coal, We have, by almost any measure, several
hundred years o coal deposits. And yet, various restrictions
make it more difficult to mine coal and other restrictions
make it difficult to burn the coal;.even if we do mine 1it.

Tt is quite obvious that we do not need to miﬁe it
just for the sake of mining it unless we can use it.

Some of you may sympathize wlth those who today
borrow from Dickens to describe modern events as both the
best and the worst of times.

Well, now having said all this as an introductiom,
let me guote from a less well-known observer of events than
Mr. Dickens. His name is Tom Kleppe. Speaking for him at

this particular moment, I want to tell you at the outset that




I am an optomist.

T believe that not only can we come up with answers
to change this worst of times routine, but we must.

That is the purpose and direction of what it is tha
we are trying to do here in the Department of the Interior.

T would like to see us make it the best of Times
by moving on energy and the environment and the economy and
everything else that evolves throughout ths great Department
of ours where we have 27 different bureaus and agencies,

T want to tell you that I will make The necessary
decisions on energy, unpopular to some they may seem.

T would be very glad to make all the tough decis-
ions, for us, so we can get going.

I say that even though they may turn out to be
wrong, because I believe 1t is better to make a decilsion and
get moving then even if it turns out to bhe wrong, we can
change it. The same people that make it can change it.

In any event, we have got to have motion and
action. I happen to believe that we have an energy crisis
in this nation.

Even though there are no lines at the gas statilons,
‘gas prices may have lnched down a little bit, and nobody went

cold or went -without a job because of the shortage ol natura

<




‘gas this winter, it is very difficult to convince the Ameril-
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can people that we have an energy crisis.
One thing changes all that in my mind very clearly.
That is the percent of @il we have to import -- 41 percent
up from 37.
That is enough. We cannot stand the luxury of
aitting 8till 1n the area of enecrgy development.

Two of those areas -- the Quter Continental Shelfl

which we now call 003 -- and that does not mean Officer
Candidate School, sincé T am long past that -- 1t means Outen
Continental Shelf -- and coal.

The industry involving domestic productlon is alil
involved in this,

These are areas we cannot afford to sit still on.
We have to move on these,

Even though the climate around about us seems to

be more difficult all the time, we cannot afford to sit still.

Ladies and gentlemen and folks and colleagues, T
have been traveling across this eountry and I have a 1ot mors
that I am going to do and hope to do to bring to more people
this story.

We have a new energy era in this nation. The pro-

blems and issues are new and the solutions are going to have
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to be new. We cannot do 1t the old way.

We have an environmental law that came into being
in 1970 that is something we must deal with. We have a great
feeling amongst many of our people about many things dealing
with the environment and we must deal with that. And deal
with it we will,.

I say this because we cannot accept the fact that
the two —-— the develcpment and increasing productivity and
the protection of these resources based on our enviromment --
are excluslve to each other. They cannot be.

I believe that we can answer the questions on energ
in flat outright right terms or flat outright wrong terms.
They are all gray.

In the middle here-someplaces comes a question of
balance. We have to live 1n an era of adjustment and
balance. I was having a press conference not long ago and
one member of the press said to me, "Well, you know balance
is a wonderful eliche to use in a political year.".

You know it sounds good, but -- I said, "You know,
the word is still in the dictionary and I am going to use 1it,
We are going to use 1t because that 1s the only way, in my
judgement, at this time, that we are going tc accomplish what

has to be done. We have to dc some compromising.
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I believe we can and I belleve we must. Both pro-
ducers and protectors must balance the scales of energy and
environmental stability. We cannot have economic stabililty
without energy and we cannot have true'national stablity
without energy and environmental interests balanced in the
national interest.

Let me underline those last two words —-- national
interest.

It is so easy for people in a given state, for
example, to wonder why there cannot be a wall bullt around
their state and everything that is good for them would be
good for the natlion. It does not work that way.

You have 50 states. I have had the privilege of
telling the Board of Editors of Los Angeles Times that very
thing when they tore the hide off me in California. I
invited them to realize that thilis is California and only one
of the 50 states. It is not California and Hé others any
more than it is North Dakota and 49 others. North Dakota
has more coal than they need, but the nation needﬁ-it,Lso
the national interest must be served.

If we do not assume that respcnsibility here, in

our work and our planning in the Department.of Interior, we

are remiss, I believe, in much of our area of responsibility




‘got to find balanced answers. I think that men and women in
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Neither energy producers nor environment protectorsy
are independent of soclety. Indeed, both are dependent on
the rest of this country -- and on each other.

The victory or defeat of one interest is not neces-
sarily the victory or defeat of the other. On the contrary,
the failure of one mterest may prove to be the failure of all
interests.

That 1s why we have to compromise and work togethen.
No interest can claim victory if it is at the expense of
the national interest.

Reasonable men and women canh agree on reasonable
solutions. It is a simple thing to say, and yet we have to

achieve it. That is really what it boills down to. We have

America will support fair and reasonable sclutions.
I think we are beginning to see that and that 1s
another reason why I am optimistic.
The critical element today in energy is the Hill
%o make decisions. -
Curiously, I have something I want to tell you.
When I was before the Senate for my confirmation hearings,
I was asked by one of the gentlemen "Does the President have

an energy program?". I said, "Yes, the Preslident does have
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an energy program, but I have also become aware that there
are 535 energy programs up here cn the Hill., But the natiocn
has none.™.

You know, that is about we are. We have got to
start.

Aside from that, we here in the Department of the
Interior have some specific areas of responsibility and
within the framework of the law. What I really want to
communicate to you this morning is that we are going to
do something about it. We are going to move. We are going
to do it on the best judgemental factors available to us.

This is where and why and how we appreciate 1n-
put from people like you and others on both sldes of this
difficult problem with development and protection.

We must do 1t.

One of the other factors that goes into our atti-
tude down here is one of an open decision makihg policy. 1T
happen to believe that we need the input - from everybody.
That is one thing that 1s exciting about this Department.
We have bureaus and agencies which are in directidonfiiét
with each other because they have separaté constituencies.

So, conseguently, We-really get the buslness m

both sides of a guestion. But I think that is good. I think
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that is healthy. Then and then only are we goling to be able

to make falr and better judgements.

When you add to that participation from the states
and local organizationsg and local interest groups and whatevq
they mght be, there ought not be any side of the equation
that is forgotten or left out or not considered. Then we
are going to make better answers; I believe.

So, I welcome that wvery much. All the pecple here
in the Department of the Interior know that. Belleve me,
when we get into a decision session, the words flow pretty
freely. That 1s healthy.

We want that, and without any fear of recriminat-
ion whatsoever, because are grownups. We will not always
agree, but we can respect each other. So it is with us down
here in this Department, and you, who are on the outside.

We are not going to lose respect for you or anybody else
just because we do not happen to disagree. I hope you will
feel the same about us,

Life 1s made up of controvery and discussi0ﬁ and
debate and argument. But finally, there is decision. When
the decision 1s to be made, we are going to go down one

track to implement it as best we can.

If it 1s wrong, we are going to change it. Congregs

P
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can do the same thing if they want to. The same bodies that
made 1t can change it. So it is that we consider our respond
sibilitles down here.

Well, with this background and cur determination tq
make these tough decisions, I want fto bring you up to date or
the ongoing energy programs.

We plan to_pontinue a leasing program on the Outer
Continental Shélf. The President has asked for legislation
to expedite the deiivery of natural gas from the Northern
Slope of Alaska.

Congress has cnacted legisiation which will transfer
the jurisdiction of Naval Petrcoleum Reserve Number 4 to us
here at Interiér. I consider that very exciting because of
some of the things we think we know about that tremendous
area.

I want to discuss our coal leasing policies and our
national oil shale future.

With regard to 0CS, our leasing willl continue to
emphasize the frontier areas this year.

Only two sales in 1976 will be in established areas

and they are both in the Gulf of Mexico. The sales plan for

the North Atlantic are some things that I hope we can get
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ready for this year. We are golng to try very hard to do
them right so if and when we are taken into court, we can
survlive and go ahead with the sale as we did in Callfornia.

We are in court in Alaska now and our-sale date 1is
the 13th of April,

I hope and believe that it is very necessary that
we be successful and go ahead with that. The problems up
there are difficult. Thexhistory makes it very difficult
for me to give you an exact schedule for our sales, However,
thosge are our objectives.

There are some sales in the South Atlantic and
Western Culf of Alaska that we had orighally scheduled for
December and November of this year which we are probably not
goling to be ready for untll 1977.

Ag I indicated, we are going to have this lease-
sale in Anchorage, God willing, and the courts willing. But
I want to say to you, in case you missed 1t ,” that when we ﬁad
that decision to go with that sale, we eliminated about 40
percent of the tracks for what we thought were very good
environmental reasons.

Instead of a million seven hundred thousand acres,
we are going to have 1.1 million or thereabouts. Something

like that.

1))




'sales a year. We will consider offering prospects in each
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We made that decision after balancing the needs
and also balancing the environmental problems. They are
difficult up there, toc say the least.

We had extensive review from the Council on Envir-
onmental Quality and EPA, prior to the declision., We had
consultation and conversation with the Governor and other
interested groups,.

Neverthelegs, we are still in court. How we come
out only time will tell. However, we are getting close and
we are only a couple of weeks away. This is going to continy
to be our program on 0CS. It will hold true not only for
Alaska but for all the off-shore leasing in the.Atlantic
where we hope to hold our sale in something less than flve
months.

Then, if we get that, we want to follow 1t up wikth
the North Atlantic sale and the Gecrgia's bank sale later
this year.

We have developed an expanded 0CS3 progrém —— s8ilx

of these by 1978. I want to emphasize that this schedule
does not represent a decision to firmly lease in any of
thesge areas. It only represents our intention to see if

opening these new areas is lucrative and carries forward the

e
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possibility that are both reasonable and prudent from the
standpoint of productivity.

An actual sale has got to take place only after
many considerations are dealt with and addressed.

I want to read first the needs of the states and
individuals. They have a voice, but not a veto in the
decision making process befcre the sale can be made.

Our procedures call for state involvement at all
stages: track nomination, track selection, environmental
impact statements, public hearings, pipeline rights of way;
and the location of on-shore facilities. These provide
states the opportunity to participate at every level.

In 0OCS and other areas, my philosophy on energy
represents the consensus of this nation, I believe: Some-
thing must be done to increase our domestic energy product-
jon currently.

Thus, despite many considerations, we hope to
push ahead on this leasing program that promises i@creased
domestic production. We believe that exploration and develop
ment of these 0CS frontier areas provide our nation's best
hope for at least near term ilncreases in oll and gas pro-
duction, but more importantly, long term. The start-up time

in itself 1is long enough, when you conslder our dilemma of
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the percentage of our imports.

The petroleum 1Industry has demonstrated the value
of very strong and financially sound enterprise by the fan-
tastic and massive job that has been déne in-constructing
the Trans-Alaska Plpeline.

I had & chance to see the terminal activities up
there at Valdez. You know with this mind of mine, I am not
an engineer and construction man and I cannot comprehend 1t.
However, I feel 1t is incredible and fantastic.

The only reason I mention it is that there was no
way that pipeline could have been built or conceived by a
single small ojil company, operating on its own. TIf you are
going to break up the big oil companies, who is_gding to do
something like that,

We are looking ahead to a gasline from Alaska. We
are going to need it. If Naval Petroleum 4 is what we think
it is, we have to get that gas down here. It is not going
to happen by accldent. It will happen on purpose and will
take a big risk economically. Little oll companies cénnot
do it. Who is left? Government? No. 1 do nothsﬁéfe that
idesa.

I believe it 1s important for the industry to con-

tinue to use its collective strength to provide a transportat

ion
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system for natural gas from the North Slope of Alaska. No
one knows any better than you do that when you have found
0oil and gas your Job has only begun.

You must provide a transportation system and develog
production capabilities or else the discovery has no practicyg
value. This all has to be a part of 1if.

So, T hope that the development of transportation
system from Alaska can get going, hopefully in early 1977.

It seems to me that the only logical way to go 1s for the
President and the Congress to share jointly in the selection.
Otherwise, the politics is golng to get so miserable and
tough that it will be in court. T think that is the only
way you can hold down on the litigation. Even then, there
may be enough of it.

I rather expect that the gas and oil companies
aré going to play a very major role in that other gasline
that we hope to build from Alaska down to the lower U48.

Locking further into the future of Alaska, the
01l and gas potential of Naval Petroleum Reserve.No. b must
be assessed, developed, and transported to get the use of
it down here.

We are golng to study with the Federal Energy

Administration various alternatives.” That is going to be

P
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a very extensive study and should give us definite direction
that we need to go in in the development of' that. resource.

I cannot make any forecast on these studies, but
I also believe that private enterprise is going to have to
play a very important role.

We could not expect to see very significant future
production of oil and gas from our national petroleum reserveg
in Alaska this century without 1t.

Some of you are interested in proposed legislation
relating to the 0C3. T hope all of you are interested in 1%
I want to tell you at the outset that-we have been and are iy
very close contact with the Ad Hoc Committee in the House
where they are presently marking up 5-521. Without getting
into any details, because that is not out yet, I warit to say
that we know that considerable progress is beiﬁéfmade. 1
just hope that they make the changes necessary so that we
will have something we can work with.

T had an interesting experience up there. That is
the Tirst committee I went up to testify before a&fter I was
confirmed., I wént up to tell Jack Murphy and his Committee
that we were agalnst the whole thing and did not need 1it.
That was kind of a bad way to start out, but that is what

happened. We have a pollcy and programs and plans for 0CS
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that are working. We do not need this. But we are going TO
get something and if we get it along the lines of keeping
flexibllity in there to fuction and operate, fine. We are
311 for it. I 1like the idea?of programs and regulations and
proposals that work to being incorporated in legislation.
T think there 18 merit behind that.

So that is what we are trying to achiéve.

In general, [ just want to make one positlon very
cear in dealing wilth that QOCS bill. That 1is this. I strong-
ly oppose and have 80 communlcated at all levels, any manda-
tory Federal exploration for oll and gas.

The Government cannot and must not, in my judgemen®
become involved 1n the exploration business. That is not our
business. That is the petroleum industry. You know it and
you do 1% 8O much better. That is the way your companies
are structured and that is the way you operate;

So, I am hoping that we can keep that mandate out
of any legiglation. 1 think that would be almost,catésfro—
phic. B

Decisions on land use in cdnjunction with enery
development are primarily the responsibilities of the states,
not the Federal Government.

l.et me stress, however, that my strong commitment
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is to Federal impact aild loan programs. Thils is an impact
program that the President has endorsed. T would hope that
even though the Congress may have already taken some steps
to change the manner and the form of the impact assistance,
that because the concept has been accepted by both the
President and the Congress, that they will get to work on
finding a way to pass something that will fit in a compromisg
area or that will take the President's approach so we can
address that problem.

Now, let me talk for a moment about coal leasing,
which is so vlital in our country. It has been kind of dead
in the water for the last five years. What we want toc do
with that policy that we have come out with is to stimulate
production of existing leases. We want to establish a care-
ful and reasonable system to determine the need for addition-
al coal as well as the timing and location of the development.

The new policy will protect the interests of the
public because it guarantees reasonable and balanced protect-
ion of environmental values and other resocurces values.,
Further, it assures the public of a fair market vaiﬁe return
for this rescurce and it encourages the fullest participatior
of the people and the Government closest to them in develop-

ment decislions.
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No assessment of our contry's energy supply would
be complete uniless it included the oill shale reserves of our
western stateé.

As a mater of fact, there are some estimates that
run as high as 600 billion barrels.

As you know, our Department launched a prototype
development program Iin 1974 for oil shale. We leased four
tracks that year -- two in western Colorado and two 1in easten
Utah. In 1975 we asked industry to nominate two additional
tracks for development by "insitu" methods where crude oil
would be extracted from the shale by introducing a heat
source under ground.

We hope to offer these insitu tracks later this
year.

Despite the difficult problems in oll shale develop
ment and the economic risks involved and not knowlhg some
specific answers and in splte of the great possibility of
return, the environmental problem of what to do with ?he
spent shale and the economlc problem of how are you_g;ing to
price that oil -- old oil or new 0il -- these are some Pro-
blems,

If you had to price 1t as old oil, I have done the

arithmetic and know that you will not realize your investmeny
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If you price it as new oll, then there 1s a chance or possi-
bility. That has not even been determined yet.

Prilvate enterprise putting the money that they havs
put into these tests must know and find out some of the
projections in these two critical areas.

There 1s a Congressional situation regarding the
environment that is going to have to be dealt with before
0il shale 1s golng to, in my judgement, get off the dime,

There was a fuel =bill that was defeated last year.
There is a question as to what can be done with oll shale
without some assistance at the Federal level because of the
sericus economic involvement in investment necessary.

But the potential is there. We hawve got to keep
working on the technology and on all parts of 1t, because
the progpects appear to be very great.

I just want to close on a note of cooperation for
the future. Not only 1s this the year of the 200th birthday
of the nation, but I alsc understand that this Council is
30 years old.

I want to congratulate all of you and again express
appreciation and thanks for your participation.

I suppose that as many times you have thought and

wondered why your recommendatlons have not been taken we have
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-— are many. I cannot answer for the past, but I hope I
can answer for the present and the immediate future and that
ig your recommendations and input are not going torg0¢ignored.
We may not always find ways to agree, but we are interested
in every way, shape and form in knowing what you have to
say and recommend or think about the objectivity of the work
in our Department.

In my experience and knowledge of the past regard-
ing this organization, I see that your reports to the Govern-
ment have a history of technical soundness and intellectual
integrity.

That is about the best that can be said about the
work that you have done. T believe that in the final analy-
sis, your industry will help to make us' independent in energy
That does not mean zero needs from the outside. We can be
independent if we have a small percentage of our needs coming
from other sources because then the string around our neek
cannot choke us off. That is what we must achieve. It is
not going to happen by accident.

It is going to happen by strong"leadership and
adjustment and balance and compromise and by decision, not
delay.

That is the AB&C of what we are looking at now in
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the energy question.

So 1t seems as we are celebrating our 200th year,
that we more than ever have an opportunity to be the masters
of our own fate. We are not going to be able to do it uni-
laterally. By that I do not mean the Executive Branch or
the Legislative Branch by itself.

Rather, it willl be a combination of those two and
the public secter. Then and only then are we going to be
able to accomplish the freedom that we need so that the worsf
of times will always be the best of times.

Thank you.

MER. SWEARINGEN: Welil, Mr. Secretary, for a maiden
speech before this group, I think you did very well indeed.
We were certainly interested in what you had to say and I
am sure that other Council members are as well.

Would you be willing to take time for a few minuted
of questions from the group?

MR. KLEPPE: VYes.

MR. SWEARTNGEN: Wculd anyone like to take this
opportunity to ask some burning gquestions that may be on
your mind?

QUESTIONER: Mr., Secretary, do you support the

current bill on the ERDA support program?
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MR, KLEPPE: Could you please repeat that? I did
not get the first part of it.

QUESTIONER: There 1s a bill fostered by the
Administration called the Teague Bill.

MR. KLEPPE: TIs this in substitution for the $6
billion bill that was defeated last year?

QUESTICNER: Yes.

MR. KLEPPE: What was your question to me?

QUESTIONER: Does the Department of Interior suppor
that?

MR. KLEPPE: Yes, we think there is a need for
that, yes.

You are an extremely placid group. Later on in
the afternoon maybe you willl generate some new thoughts. I
will not be here, but I will be around. I hope to sece a 1ot
of you because we have a lot to do.

Good luck and God bless you and thank you very
much.

MR. SWEARINGEN: Thank you, Mr. Secretary.

Now I would like to call on Dr. William Fisher,
the newly appointed Assistant Secretary of Interior for
Energy and Minerals to introduce to you the members of the

Council that have been appointed since our last meeting held
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on August 6, 1975.

MR. FISHER: Thank you, Mr. Chalrman. I have 15
new members that I would like to read. Also, these are
replacements of other individuals and we have a few of them
in attendance today.

First, the Honorable Declph Brisco, replacing
Governor Edwards. He 1s the Chairman of the Interstate 011
Compact Commission.

Then there is Max D. Ellason, President of the Roch
Mountain 0il and Gas Asaociétion.

Then Mr. James F. Gary, President, of Pacifilc
Resources, Incorporated.

Then Mr. Allan Grant, President of the American
Farm Bureau Federation. I believe Mr. Grant is here. Would
you please stand up?

Then Mr. H.J. Haas, President of the Gas Processors
Association. T believe Mr. Haas 1is here. Would you please
stand up?

Then Mr. Charles Hitch, President of Resoureces for
the Puture, Incoporated. Mr. Hitch, would you please stand
up?

Then Mr, A.,V. Jones, President of the Independent

Petroleum Associatipn of America., 1 believe he 1s a former
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member and he is replacing John Miller, who will remain
as a member,

Then Mr. Jerry McAfee, Chairman of the Board of
Gulf 0il Corporation. Mr. McAfee, would you please stand?

Then The Honorable John N. Nassikas of Cox, Lang-
Ford and Brown. Is John here this morning? EHe was a former
distinguished chalrman.

Then Jack C. Pester, President of the National 01l
Jobbers Council. Is Mr. Pester here this morning?

Then David L. Rooke, Vice President for Supply and
Distribution, Dow Chemical, U.S.A,.

Then Mr. Sherman L. Sibley, Chalrman of Edison
Electric Institute.

Then William T. Smith, President of the Mid-
Continent 011l and CGas Association.

Then L.V. "Neal" Stafford, President, Association
of 0ilwell Driiling Contractors.

Finally on the 1list, Mr. Spener L. Taylor, Presi-

dent of the International Association of Drilling Contractors.

I believe he 1s here.
Those, Mr. Chairman, are the new members that were
appointed to the Council.

MR. SWEARINGEN: Thank you, Under Secretary Fisher.
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I would 1ikejto add my own welcome to the new
members of the Councll and say on behalf of the rest of
the Council that we are certainly pleased to have you Jjoin
our organization.

T would 1like to turn now to the progress reports
on the two studies that we have going in the Petroleum Coun-
cil at the present time.

Mr. Bill Haynes is the Chalrman of the Committee
on Enhanced Techniques and will not be with us today. We
have asked Mr. Lawurence Thrasher, Chairman of the Coordinat-
ing Subcommilttee to present the report here this morning.

Mr. Thrasher, would you please come forward?

MR. THRASHER: Thank you, Mr., Chalrman. Bill has
asked me to express his personal regretslthat he is unable
to be wlth you this morning to present this report.

The request for the study came?from the Department
of the Interior to the Council. The letter stated in part:

"We therefore request the Natlonal Petroleum
Council to assess the state of the art of enhanced recovery
for oil and gasufrom known oll and gas reservéé.

"Your assessment should draw from and révise such
relevant data from previous advisory committee reports and

reports of others as you deem approprlate, and should include
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to the extent possible an appraisal of the probable ranges
of volumetric outcomes based on alternative economic eondi-
tions.

Additionally, your report should contain recommen-
dations as to how public policy can improve the outlook."

In a subsequent letter, the Department of the
Interior asked us to maintain liaison with the American
Association of Petroleum Geologists' petroleuﬁ resources
study. This was for future “or undiscovered petroleum re-
sources.

My remarks this morning will deal with the status
of work to date and our plans for the completion of the
study.

To get started, following a favorable recommendat-
ion of the Agenda Committee of the Councill, you unanimously
approved the undertaking of this study at the August 6,

1975 meeting.

After your acceptance of the request, Chalrman
Swearingen, with the advise of the Appointment Committee
and the approval of the Secretary of the Interior, appointed
a Committee on Enhanced Recovery Techniques for 011 and Gas
in the United States.

At the first meeting of this Committee, on
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December 15, 1975, a study outline and organizational sftru-
cture were agreed upon and an overall time schedule was set.

The plan ahtlcipated a compleinn date of August 3,
and the establishitent of a Coordinating Subcommittee to ald
the Committee in ensuring that the necessary steps were carr-
ied out within the schedule.

The Committee agreed also to-the formation df two

task groups to aild in carrying out more specialized aspects

of the study: The Technology Task Group to define the amounts

of petroleum that might be recdvered by enhanced recovery
tethniques and the Econdmic Conditions Task Group to define
economic parameters.

Membership on these three operating groups was
appointed by the Chairman and approved by the Department of
the Interior.

Members of these groups have been working continu-
ously on the study since late January and each group has held
‘two or three meetings in order to coordinate the results among
the members and to work on numerous gquestions of defiﬁ;tibn
and approach,

It has become clear now that we could not make the
August schedule and we recommended that the completion date

be extended to December 15.

Leaiy
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A reason for the sehedule extension is to find and
add non-proprietary information which will increase confi-
dence in recovery estimates.

The data bases available to us 8o not contaln
adequate information on specific reservoir properties that
affect enhanced recovery processes, especially those concernd
ing heterogeneity of reservoir factors. These are such
things ag permeability, fractures, and oftl saturation.

Also, enhanced recovery processes are gtill 1In the
developmental stage and have not been broadly evaluated in
field operations. Because of the lack of experience, we
have quite a bit of uncertainty 1n the processes.

We believe there is a problem in projecting the

here snd one of them is that chemicals and materials used
in the recovery process are not currently available in the
market in volumes that we would need for application.

For example, one of the processes involves the

]

injection of 1arge amounts of CO,. The cost of_gettihg-
these large amounts to the wellhead 1s subject to the

question of where is it and what is the source and how do

we transport it.

Further, we have to estimate the cost of these.
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We do not know quite_yet how we are golng tc handle these
quésticns. |

A major initial step in the study has been to
obtain a good data base. We recognized that preparing our
own data base for the study would be a large job. Our
schedule that we have made and we have modified assumes that
we can make ready use of data bases already in existence,

To this end, The Department of the Interior has
provided, for our use, part of a data base recently assembled
by Lewin & Associates, in conjunction with a study being
prepared by fthem for FEA.

In addition, we have examined and considered data
bases maintained by the University of Oklahoma and by the
Interstate 0il Compact Commission, and by the Gulf Universi-
ties Research Corsortium.

We also plan to make major use of API reserves
statistics.

Our present plan i1s to start with the Lewin data
base which covers California, Texas and Louisiana, and add -
other available non-proprietary information that may be
useful,

We will define technological screening criteria for

each enhanced recovery process and apply these to the
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modified data base to delineate which reserveolrs are sus-
ceptible to addtlonal oll recovery by each process.

For those reservoirg that pass this initial screend
ing, we will examine them i1n greater detail to determine if .
a basis exists and that they really belong there.

If we do remove them, we will have a good justifi-
cation of why we do so. Each remaining reservoir that passedq
a double screening will be rated as good, fair, or poor as a
prospect for the enchanced recovery process under considerat-
ion.

The next step will be to prepare initial project-
ions of o0il recovery on a relatively simple basis for aill
reservoirs that pass the screening process.

We will then test these projections with detailled
studies of sample reservolrs,

We wlll use the API reserve statistics to extrapol-
ate the projections from the three states covered by the dats
base tc the entire U.S.

Following this work, we will attempt to estimate
the ranges of 0ll production that could be realized from
enhanced recovery as a function of bands of crude oil values
and other economic parameters.

It is worth noting that there is an upper limit to
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the degree of accuracy that can be obtained in an ahalysis
of this type, regardless of the amount of time expended.

The appliéation of not yet fully proven processes
to resources for which essgential Information or careful
analysis is generally not available and under a set of econo-
mic conditions which may or may not evolve, wlll result in a
projection with a major degree of uncertainty.

We believe, however, that the general approach of
" taking what we have in the way of data bases and adding pub-
licly avallable information, will add to the amount of infor-
mation known ébout all U.S. resgervoirs, while at the same
time~I do not believe we will give any .impression that we
will have any inaccuraty beyond what we can support.

I would like to now cover the specific activities
of the work groups.

First, the Coordinating Subcommittee. This group
established the organization and definitibn of task groups.
Tt established liaison with AAPG and the GURC.

The Coordinating group excluded coal, 0il shale,
and tar sands from the study. We included hyrocarbon de-
posits recoverable by a defined enhanced recovery process.
We included so-called massive tight gas sand from which

recovery is not feasible at the present because of low
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production rates.

The Committe decided on an approach to the data baTe

requilrements. We deflinred five enhanced recovery processes
as follows:

These are the rirst thernal methods and secondly
the injection or insitu formation of miscible hydrocarbons
and carbon dioxide injection.

Third, addition of chemicals to water floods.

The fourth is injection of caustic and fifth is
the enhanced recovery of gas from tight gas sands.

The Committee reviewed and coordinated task group
activifties and status.

We discussed and recommended change in project timg
schedule.

Further, we assigned members to_define the elements
of publie pollicy recommendation, which is an assigﬁed part

of the study.

Moving én to the Technologf Task Group, T would
like t© say that the Task Group looked at the various data
bases. They worked with the NPC staff to obtain, through
the Department of the Interior, parts of the Lewin data base.

That group is currently adding public availble in-

formation to that data base.




j——

ho

We have reviewed the elements-and availability
of the 1I0CC, GURC, and API data bases.

We prepared a descriptive "state of the art" for
each of the enhanced recovery processes under evaluation,
which is an assigned part of the study.

We are preparing and have prepared and are con-
tinuing to prepare screens to use with a data base to classif
reservolr susceptibilitj to enhanced recovery processes.

We are proceeding with the analysis and classifi-
cation of reservoirs as covered in the discussion above,

Now I will fturn to the Economic Conditions Task
Group.

This group examines the ranges of the economic
conditions that will be elements of the analysis. These
include: petroleum values, ratesgs of return on investment,
taxes, capital resources and risk, and non-economlc faétors.

Further, they are formulating & calculation pro-
cedure to be used in conjunction with the results of the
Technology Task Group's efforts for analyzing and presenting
the results of the study.

Further, they are interfacing with the Technology
Task Group on the question of process costs.

In summary, I think the Commitfee and the groups
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assisting it are making good progress. We think that a
precise quantitative answer to the questlons we have been
asked will not be possible because of maﬁor uncertainties
in process behavior under fileld conditicns.

Also, because of these petroleum reservoirs have
an unknown features, we have problems estimating what the
costs may be down the road.

Further, we have the problem estimating what the
general -economic climate will be.

We believe, however, that by taking advantage of
the additional on-propriletary information and adding it to
the avallable data bases, we will be able> to make more
confident estimates of the outlook for enhanced recovery
techniques than have been made heretofore.

We still have many important decisions fto be made
concerning the scope of our study and the form of presehtat—
lon of the results.

However, we feel that the rational resolution of
these questions can be made after we get Turther intg‘tﬁe
analysis.

To this end, I think that Bill Haynes plans to
call a Committee meeting to consider the future direction

of the study effort when we get to the polint where some of
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the preliminary results are available.

The Committee on Enhanced Recovery Techniques wili
keep the Council informed on the progress of this study and
plans to submit draft reports for your review this fall.

We hope that the Counciliwill be able to transmit
its final analysis to the Secretary of the Interior prior
to the end of the year.

In closing, I would like to express Bill Haynes'_F
‘gratitude for the excellent cooperation we have recelved from
the Department of the Interior and other agencies and organi-—
zations involved in this subject; and for the high profess-
ional performance from the members of the Committee, the
Council, and the Task Groups and the Coordinating Sub-
commlttee.

Mr. Chairman, that concludes the report of the
Committee on Enhanced Recovery Technigues for 011 and Gas.

MR. SWEARINGEN: Thank you very much, Dr,
Thrasher, 1 am sure we all appreciate that this study. is
just in the incipient stages and that there are many diffi-
cult guestions still to be resolved with respect to procedurs
much less with. regpeet to resulﬁs that you may turn up With.

I think we are all in agreement that this is

essential information for the making of policy with respect
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to oil or gas matters in the United States. Of course, this
is the reason why we Were requested tc do this study by the
Department of the Interior.

We will all follow the progress of your Committee
with great interest, Dr. Thrasher.

T would like ﬁow to call on Mr. Jake Hamon, who
will present the report of the Agenda Committee.

ME. HAMON: Mr. Chalrman, and Members of the Coun-

cil, I am the only member of the Council that was present at
its original inception, which means that T am getting & 1itt%
older,

This is my swan song as Chalrman of the Agenda
Committee, & position which I have held much too long -- 14
years. 1 asked John to relief me and hopefully he has done
so or will do 8O when Carrol Bennett makes his report.

However, 1t has been a pleasure to work with the
Department of the Interior and with‘the other members of
the Council.

Now, with those extended remarks, I will read the
report of the Agenda Committee.

At the Council's last meeting on August 6, 1975,
Collis P. Chandler feported to you, in my absence, the

recommendation of the Agenda Committee on & reguest from
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then Assistant Secretary of the Interior Jack W. Carlson.
The letter, dated August 5, 1975, asked the Council
to critique its 1972 U.S. Energy Outlook Report and develop
an outline for its updating. This critigue and outline phasé

was requested as the first step in the development of a new

appraisal of the future energy prospects of the United Stateé.

In making its favorable recommendation to the Count
cil, the Agenda Committee stipulated the condition that it
would review and approve the first phase prior to the
commifting the Council to proceeding with the attual study.

At the August 6 meeting, you unanimously approved
this recommendation of the Agenda Committee.

Chairman Swearingen, with the advice of the

Appointment Committee and the approval of the Secretary of

the Interior, appointed a Committee on Future Energy Prospects

under the able chairmanship of H. Robert Sharbaugh.

On February 9, 1976, Mr. Sharbaugh's Committee
presented to the Agenda Committee a proposed outline for a
new study. The Agenda Committee reviewed the outline and,
as authorized by the Council on August 6, 1975, approved the
undertaking of the study.

Mr, Sharbaugh will review with you the scope and

direction his Committee plans for the study. It will be a
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major undertaking, but the Agenda Committee feels it can be
one of great value to the Secretary and to the nation.

Mr. Chalrman, that concludes the report of the

Agenda Coﬂmittee.

MR. SWEARINGEN: Thank you very much, Mr. Hamon. I
do not believe your report requires any particular actlon Dby i
the Council this morning.

T would 1like to proceed now to call on Mr. Bob
Sharbaugh, who is Chalrman of the Committee on Future Energyé
Prospects who will present a progress report on this to the
Council.

Mr. Sharbaugh?

MR. SHARBAUGH: Thank you, John. It is a pleasure |
to be here today and to follow the remarks that Jake has just
made.

As you put it, it was a report on the progress and
planned direction of thls Committee.

As Jake noted in his remarks, our Committee was
formed last fall following the Council's acceptance of the
Secretary of Interior's request.

I want to thank the members of the Committee on
Future Energy Prospects for their diligent and valuable work

to date and to note that we do look forward to their contbinued
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able assistance as we proceed to proceed to an explicit
response to the Secretary's request,

I will now review very briefly some highlights.
On November 13, 1975, I convened the first meeting. At the
meeting the NPC's 1972 U.S. Energy OQutlook repoert was review
ed in depth.

The consensus of the Committe at that time was
that, at the time it was submitted and for the purposes for
which it was intended, that the 1972 report was the best and
most comprehensive document available.

Howevér, in recognition of the unprecedented event
and time that have altered the environment and qulte a few o
the economic and political assumptions upon whlch that was
predicated, 1t was reviewed to determine if its updating
would be a proper approach to the preparation of a new
apprailsal of the future energy prospects of the United
States, |

Further, the report has been misunderstood and

has, on occasion, be used for purposes for whlch it was not

intended by those who were not familiar with its terminclogyl

Because of the major changes 1n the energy situat-
ion since the early 1970's, and there is certainly no need

to reiterate those this morning, some of the results of the

[#7)
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1972 study would be considered invalid in today's world.
These changes that have occurred also have rendered some of
the methodologies and approaches that were employed iIn con-
structing that report inappropriate for use in any new study:
teoday.

Thus, while our Committee feels and felt then thati
the 1972 Outlook Report was a valid and carefully consideredi
document in and for 1972, we did recommend to the Agenda |
Committee that any new study prepared for the Council start
with a clean slate.

In January, a second meeting of our Committee was

held to consider the outline for such a study. Consistent
wlth the feelings of the Committee, a broad conceptual Study?
cutline was prepared and, along with our views on the 1972 .
report, was submitted to the Commlttee meeting to which
Jake referred,

The Agenda Committee did approve that as recommends
& copy of that approved outline is in the folders that each
of you have at your seats.

Generally, that outline envislons a policy orientec
study rather than primarily a detailed statistical analysis
and projection of energy supply and demand.

It is hoped that this study can polnt out to the

d.
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Secretary the implications and directions of currenf
government policy and legislation. Further, the study can
give the Secretary the Council's analysis pro and con as to the
advice and recommendations on energy policy that are already
contained in other recent studies, with particular attenticon
given to the underlying different assumptions.

In the course of our deliberatlons, we have had
discussions with the Department of the Interlor to énsure
that this approach would be consistent with the Department's
request,

Since the action by the Agenda Committee, we have
had further organizational discussions with the Department

of the Interilor tc review concepts and methods of execution
of the study.

Following this, the Department of the Interior has
expressed approval of the approach.

I think Secretary Kleppe's remarks and comments
this morning echo that approval and underscore the importanceg
of such a study to the Department of the Interior.

Our agreed approach is to divide the balance of -
the study into two parts. The first will involve the develp-
ment of various discussion papers dealing with specific

elements of the outline, primarily those in II, IIT, and IV.
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Those papers will be on topics involving policy
issues, as well as analytical examination of contemporary
studies.

A member of our Committee wlill be assigned and will
be responsible for the development of each such discussion
paper.

We are fortunate to have on our Committee a number
of individuals from outside as well as from inside the
petroleum Industry.

We plan to solicit active participation in the
study, particularily in areas of environmental protection ané
energy conservation and new energy forms and employment and
the economy and the government policy from those members
who do not primarily represent oll ccmpanies.

We hope that first part can be completed in four
to five months.

The second part would then be the development of
- a summary report covering all sections of the outline, but
focusing primarily on sections I and ﬁrwhich have not al-
ready been covered.

The papers already prepared will serve as appendi-
ces to the summary report. They will no%, in fact, be the

report.
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We envision that they will provide parameters for
our final analysis and future energy prospects of the United
States.

I would like to point out for those of you who were
part of several discussions {his question had, both in the
Agenda Committee and the first meeting of my Committee,
that any decislons as to whether or not to develop an inde-
pendent assessment by NPCA of the nation's future energy
situation will be made based on the consideration of the
contents of the discussion papers in the next four months.

Although this proposed approach differs from that

which was employed in 1972, it could probably best be characy

terized as a much more horizontal rather than vertical stru-
ctured organization for conducting such a review, it is in-
tentionally so to allow more flexibility in the ultimate use
cf the results, and to avold any contraint Oﬂ.the avenues of
investigation on each topic warranting discussion and researd
Other advantages of that approach are that the
work could commence simultaneously on as many as two dozen
topics. Further, the policy discusslons with an earlier
completion date than the analytical studies, can serve to

git the policy parameters within which the economists,

.hl
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be using as inputs for analytical work.

The Committee;on Future Energy Prospects plans fo
commence itg work immediately and its next full Committee
meeting will be in the latter part of April. We will keep
you informed on the progress of this study and willl submit
for your review, as soon as possible, the draft reports on
the substance of our work.

We hope that the Couneil could submit its final
analysis to the Secretary of the Interlor in the first quarté
of 1977.

We reallze the study is an ambitious undertaking,
but we feel the subject matter warrants nothng less.

We look forward to broad participation in this
work by members of the Council and we would welcome the
ideas and energles of any member so inclined.

That completes my report, John.

MR. SWEARINGEN: Thank you very much, Bob. We are
T ortunate o have you as Chairman on the Committee of Future
Energy Prospects.

Now, ladlies and gentlemen, we come to several items
oh the agenda whigh have to do with the organization and
procedures of this Council.

For the last year and a half, Mr. Belleu was

'y
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Executive Director and Mr, Chandler as Vice Chairman, and my-
self have been deveting a considerable amount of time to the
organization's structure and procedures of the Council.

The next item on our agenda is something we have
addressed ourselves to. The Councll is now 30 years old.
The Articles have only had some anmendments which have been
relatively minor,

However, there have been changes over the last yeaxn
certainly require us to address:ourselves to the basilc
documents. I am going to call on Mr. Coliils Chandler now
to discuss that question.

MR. CHANDLER: Thank you, John. On February 27,
the Chairman sent a copy of a proposed amendment to the NPCA

Articles of Organizatlon to all members of the Council.

As noted in the cover letter, there are two princis

pal reasons for the amendment. The first reason is to im-
prove the organization and clarify of the document. .

We congidered changes of this nature to be edltor-
ial and T think you will agree they have resulted 1n a much
more readable and understable set of articles.

The second reascn is more substantive in nature.
It was felt that a number of Council operations which have

changed through the years should be formally reflected in
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the Articles.

Without exception, these changes have been accept-
ed by the membership in practice and I hope you will agree 1if
is prudent and timely to change the Articles of Organization
accordingly.

The first and most major of these changes is to
formallze the exlstence and appointment of the Chairman's
Nominating and Budget Committees. I believe that a Nominat-
ing Committee has existed in one form or another since the
beginning of the Council.

As the Council has grown, the importance cf this
Committee has increased and we felt its authority should-be
formally delegated by the Ccuncil.

As for the Budget Committee, it has been in exist-
ence for the last five or six years. In the proposed amend-

ment we have suggested calling it the Finance Committee, and

as with the Nominating Committee, we asked that its authority

and responsibility be recognized and provided for.

The second change in the category of incorporating
current practices involves the Councill's study groups. As
our studies have increased in number and complexity, we have
developed a need to provide our study committees with teams

of experts in various fields.
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Some of these fields have even been outside the
areas of expertise of the Council. We have, therefore,
specifically provided for the creation of such groups and
have specified the manner in which their working papers have
been published.

I think this latter provision is particularly im-
portant for it allows the government and the public a better
insight into the background of the Council's reports to the
Secretary of the Interior.

The final change in the category ofcodifying current
practice formally changes the title of the Secretary-Treasurgr
to Executive Director. Ken BeLieu asked for this one but has
not volunteered to refund his salary for the last year and a
hélf if you do not agree with the change.

There are two further changes of substance which
T consider fairly non-controversial., The first specifies
that the Council shall operate in accordance with all appli-
cable statutes and regulations and the second provides for
the Chairman of the Agenda Committee to act as Chairman of
the NPC in the event of the absence or disability of both
the Chairman and Vice Chairman of the Council.

Before opening the meeting to discussion of the

proposed amendment, I would 1like to point out that the
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general policies and exact language in the amendment were
worked out with the help of the Council's attorneys.

In addition, John asked me to scoliclt the review
of the Chairman of the Agenda, Appointment, Nominating, and
Budget Committees. Their comments are included in the final
draft and, prior to submittal to you, the proposed amend-
ment was reviewed-by the Department of the Interior.

Mr, Chairman, I move that the Council accept the
Artiﬁles of Organization.

MR. SWEARINGEN: Thank you very much, Mr.
Chandler. Mr. Chairman has moved that the proposed changes
in the Articles of Organization be adopted.

Is there any motion for that?

(Motion from the floor and second from the fleoor, )

MR. SWEARINGEN: Are there any questions?

(No response.)

MR. SWEARINGEN: You have done a fine job 1if there
are no guestions.

Will those in favor please signify by saying aye?

(Ayes.)

MR. SWEARINGEN: Those opposed please signify by
saying nay.

(No response.)
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MR. SWEARINGEN: Thank you very much. The motion
is carried.

I would now like to call on Ken BeLleu to bring
us up to date on maters of the Executive Director's Cffice.

MR. BeLIEU: Mr. Chairman, this is the fourth time
I have had the privilege to talking to the Councill in thils
auditorium.

Once was in 1963 when I was Assistant Secretary of
the Navy and you invited me to be a guest speaker. During
that year, the United States imported less than 2- percent
of its petroleum needs. You know what the situation is now.
I hope no one associates my proximity to Washington with thaf
undesirable condition.

The fact I want to emphasize 1s wht you all know -
we need calm heads and scund programs In the U.S. energy
picture.

As my third appearance as the Executive Director,

T cannot help but state once more my appreclation for the
trust and faith you have placed in me and the staffl.

The Budget Committee report is to follow so I
shall not touch on the finances except to expresé my appreca-
tion for the membership's most prompt response and support

of our Fiseml Year 1976 budget.
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While our budget is not large by standards I am us
to in the government, it is essential, and mere than than, 1
r epresents your dedication to the Council's purpose of
government/industry cooperation.

I know that I speak for each person of our fine
staff when I say we are proud to work for you.

I would like to bring up up to date on the status
of two ltems.

The first concerns the unauthorized use of Counciil
funds by certain former emplcyees. A claim was made against
our insurance policy in an effort to recoup our losses and
I am pleaged to inform you that a satisfactory settlement of
this claim has been achieved.

The second item concerns the status of the law
gult filed against the Councill by Senator Metcall and
Robert Clark Brown. As I reported to you in my letter of
February 13, 1976, the U.S3., District Court -- Judge John
Pratt -- dismissed the suilt on February 9, 1976.

I also noted in that letter that the plaiﬁtiffs
were entitled to appeal and they have done so and are seeking
reveral of the court's declslon. Our attorneys are resisting
this action and we will keep you informed of the outcome.

In closing, I would be amiss if I did not also

stel
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express my appreclation to the Department of the Interior
for the privilege and opportunity of contributing in some
manner, in some small way, to our nation's energy program.

I should say, Mr. Chairman, that Secretary Bill
Fisher, when he announced the new members did not introduce
himself. He is a new member because the Secretary of the
Interior has appointed him and drafted him and made him
Acting Co-Chailrman when the Secretary 1is not here.

Bill, you should be welcomed as well.

Thank you, Mr., Chairman.

MR. SWEARINGEN: Thank you very much, Mr. BelLieu.
Now I would 1like to call on John Kelly, to report to you on
the proposed budget for Fiscal 1977.

MR, KELLY: 'Thank you, Mr. Chalrman.

Since today 1s one of those rare occaslons when
the Chairman of the Budget Committee, Jack Abernathy, could

not be present, the members of the Committee volunteered me
to present their report.

The Budget Committee met on March 18 to review
the financial status of the Council and to develop a budget
for Fiscal Year 1977.

you may recall that just one year ago, 1t was

rported to this assembly that there was a glgnificant
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improvement in staff administrative procedures and control
of expendutures.

I am pleased to report that thls improvement has
continued during Flscal Year 1976, Your Budget:Committee
thoroughly reviewed current staff organization, Fiscal Year
1976 expenditures and the Council's financial investment
program,

We concluded that Ken BeLieu is running a tight
ship. He has reduced his staff to 20 percent below authorize
levels, Staff expenditures are tightly controlled.

By the end of this fiscal year, his investment
program will have earned in excess of $45,000 from interest
income. Thus, we find sound business procedures areé being
used, and as a result, we are ending this fiscal year with
a most welcome cash surplus.

Last year we recommended and the Council approved
a budget of $1,350,000. For the upcoming fiscal year, in
spite of rising costs and continuing inflation, we are able
to recommend a budget of $1,170,000.

Based upon our detailed review of past and pro-
Jected expenditures, we feel that this $1,170,000 will provi
for both actual and anticipated contingencies -- a goal we

have hoped to reach for some time.
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Our Committee also reviewed several proposals for
Fiscal Year 1977 membership contributlons. We approved the
use of the same principles for Fiscal 1977 as were used in
Fiscal 1976.

In general, most contributions will be feduced
goproximately 10 percent. We will continue to review all
contributions to ensure equity. Understandably, there may
be some fluctuations, which 1s normal under these circum-
stances.

Therefore, we hope that you will continue to be as

cooperative as you have been in the past in providing adequayp

and appropriate information when it is requested.

Mr. Chairman, your Budget Commlttee is pleased to

report that the Council is in sound financial shape. If thip

budget is approved, we expect To finish the next fiscal year
in the black, and still maintaln a working surplus for con-
tingencies, all at a reduction of approximately 10 percent
under lagt year's assessments.

Mr. Chairman, the Budget Committee recommends that
the membership approve a $1,170,000 budget for Fiscal Year
1977 and I move that the Council adopt this report of the
Budget Committee.

Thank you, Mr. Chairman.
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MR. SWEARINGEN: Thank you very much, Mr. Kelly.
Is there a second in this motion?

(Second from the floor.)

MR. SWEARINGEN:; Is there some discusslon 7

(No response.)

MR. SWEARINGEN: Those 1n favor of this motion,
please say aye.

(Ayes.)

MR. SWEARINGEN: Those opposed?

(No response.)

MR. SWEARINGEN: Thank you very much. The motion’
is carried.

Thank you for your report, Mr. Kelly.

I would like again to express my appreciation to
you, Mr., Kelly, and to Mr. Abernathy who headed the Budget
Committee and to Mr. BelLieu and hils entire staff for the
work they have done in getting this in shape. I think they
have done a remarkable job and T think 1t is worth you join-
ing me in a round of applause for these gentlemen.

(Applause.)

MR. SWEARINGEN: Now I would like to call on
Carrol M. Bennett, Chairman of the Nominating Committee,

who will propose for your consideration the membership of
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the Appoilntment and Agenda Committees for the coming year.

MR. BENNETT: Thank you, Mr. Chairman,

Mr, Chairman, and fellow members, at the last meet-
ing of the Council, we falled to appoint members for the
Appointment Committee and the Agenda Committee.

Therefore, we think it i1s appropriate at this
time to make these appointments, or at least make the re-
commendations to you.

For the Appointment Commlittee we recommend:

Howard W. Blauvelt

Mary Hudson

George W. Jandeck

John M, Kelly

Thomas L. Kimball

. Harold M. MeClure, Jr.

John R. MeMillan

W.F, Martin

John 3. Shaw, Jr.

Robert E. Yancey

Harold E. Berg - to serve as Chalrman.

For the Agenda Committee we recommend:

Carrol M. Bennett

Maurice F. Granville
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C., John Miller
Kenneth E. Montague
C.H. Murphy, Jr.

R.L. O'Shields

Robert V. Sellers
Edgar B. Speer
Elvis J. Stahr

Rawleigh Warner, Jr.

H.J. Haynes - to serve as Chalrman.
Mr. Chairman, this completes the report of the
Nominating Committee and I move that the Councll elect the

proposed slate of Commitfee members.

|
i
|
|
i
i

MR. SWEARINGEN: Thank you very much, Mr. Bennett.
Is there a second to the motion announced by Mr. Bennett?

(Second motion from the floor.)

MR. SWEARINGEN: Is there any discussion of these ‘
motionsg? }

(No respcnse.)

MR . SWEARINGEN? Did T hear a question?

(No response.)

MR. SWEARTINGEN: If not, those in favor please
signify by saying aye.

(Ayes.)
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MR. SWEARINGEN: Those opposed?

(No response.)

MR. SWEARINGEN: The motion is carried.

Thank yﬁu very much, Mr. Bennett.

I think I would be amigs i1f I did not pay a tri-
bute to Jake Hamon for his services of 14 years as Chalrman
of the Agenda Committee.

As Jake already mentioned, he served on the Councill
for some 30 years; I belleve we will all agree that the
Agenda Committee, which accepts and modifies and rejects
requests from the Department of the Interior and shapes the
work of the Council 1s by far the most Important Committee
that we have.

Jake has always been ready to serve freely with
his time and with his wise counsel, and I think we all owe
a debt of gratitude to Jake for his service in this capacity}

Jake has said time does march on and I think it 1s
time for us to make some new appointments to a number of
the committees. However, T think it is well 1f we%%ould
all give Jake a round & applause for his service.

(Applause.)

MR, SWEARINGEN: Now I would like to come to the

last item on our agenda this morning. Two of the members of
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the Councll have died in the past year. One was Mr. Alfred
A, Kiltz, a lawyer and independent gas and oil producer
and a member of the Councll since 1964,

The other was William Wikoff Smith, Chalirman of
the Board of an olil and gas company and he has been a memben
since 1965. Both men served on various cémmittees of the
NPC for many years. I move that a memorial resclution be
prepared and transmitted to their families.

A1l members signify thelr consent by standing for
a moment of silence.

(A1l members stood for a moment of silence.)

MR. SWEARINGEN: Thank you.

Is there any further business to be brought before
the Council this morning?

(No response.)

MR, SWEARINGEN: If‘not, I would be happy to enter
tain a motion for adjournment.

(So moved.)

MR. SWEARINGEN: Those in favor, please signify by
saying aye.

(Ayes.)

MR. SWEARINGEN: Those opposed?

(No response.)
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MR, SWEARINGEN: The meeting of the Natlonal
Petroleum Council is hereby adjourned.
(Whereupon,
~at 10:30 a.m., the meeting of the National Petrol-

eum Council was . adjourned.)






